(8

Michael V. Bennett SBC Communications Inc.
Director - 1401 1 Street, N.W.
Federal Regulatory Suite 1100
Washington, D.C. 20005
Phone 202 326-8890

e
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July 22, 1996 WL 22 1996
R .
Mr. William F. Caton SRR RS

Secretary

Federal Communications Commission
1919 M Street. N.W., Room 222
Washington, D C. 20554

Re: Erratum, CC Docket No. 96-133
Dear Mr. Catc n:

Please accept or filing SBC Communications Inc.’s Erratum and Attachment A
hereto in the above-referenced matter.

Sincerely,
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Before the
FEDERAL COMMUNICATIONS COMMISSION
Washington, D.C. 20554

In the Matter of

)
) RECEIVED
Annual Assessment of the Status of ) CS Docket No. 96-133
Competition in the Market for the ) Yo 22 1996
Delivery of Video Programming ) FitRy . .
ERRATUM OFRICE OF e

SBC Communications Inc. (“SBC”) hereby moves the Commission for leave to file
Attachment A hereto in the above-referenced docket. The attachment was inadvertently omitted
in the Comments of SBC Communications Inc, filed on July 19, 1996.
Respectfully submitted,

SBC COMMUNICATIONS INC.
Robert M. Lynch
David F. Brown
175 East Houston, Room 1254
San Antonio, Texas 78205

SOUTHWESTERN BELL TELEPHONE COMPANY

By wa W ks
Durward Jﬁ Dupre i
Mary W. Marks
One Bell Center, Room 3536
St. Louis, Missouri 63101
(314) 331-1610

Tuly 22, 1996



Before the
FEDERAL COMMUNICATIONS COMMISSION RECEIVF_D

Washington, D.C. 20554 ,
JUL 2 2 1996

FEDERA.
In the Matter of utiiGs OF SECRW}'JMM’SSMN
" :Y
Annual Assessment of the Status »f
Competition in the Market for th:

Delivery ot Video Programming

CS Docket No. 96-133

[N S e

COMMEN IS OF SBC COMMUNICATIONS INC.

In order to comply with ts statutory responsibility to report annually to Congress on the
status of competition in the marke for the delivery of video programming,' the Commission released
a Notice of Inquiry on June 13 1996, inviting commenters to provide information relevant to the
1ssues to be contained in the C¢ mmission’s report. The areas concerning which the Commission
specifically sought comment inclu ‘e impacts of the Telecommunications Act of 1996,* changes with
respect to competitors in mark ts for delivery of video programming, technological issues, and
industry and market structure 1sst :s. SBC Communications Inc. (SBC), on behalf of its subsidiaries
Southwestern Bell Video Service Inc. (SBVS) and Southwestern Bell Telephone Company (SWBT)

hereby submits information in r sponse to certain of the questions posed by the Commission in its

NOI

'Section 628(g) of the  ommunications Act of 1934 as amended; 47 U.S.C. § 348(g).

“Telecommunications -t of 1996 Pub L No 104-104, 110 Stat. 56 (1996).



I. TELECOMMUNICATIONS ACT OF 1996

The Commission reques :d information concerning the initial effects of the passage of the
Telecommunications Act of 1996~ Congress took major strides toward improving the ability of local
exchange carmiers (LECs) to intre luce vigorous competition into the video marketplace by repealing
the provision in the Commu ications Act that had prohibited LECs from providing video
programming directly to subscrib rs in their telephone service areas (the “cable-telco cross-ownership
ban) * While a number of feder 1l trial courts and appellate courts had struck down the cable-telco
cross-ownership ban on First . mendment grounds, the constitutionality of the ban was an issue
pending at the U S. Supreme ‘ourt at the time the Telecommunications Act was passed. The
Supreme Court’s decision wou 1 likely not have been rendered for a number of months, and in the
interim LECs would have bee reluctant to make significant investments in video programming
distribution systems because o the risk of reversal. Congress’ repeal of the ban was therefore a
critical milestone in the immed: ite opening of the video marketplace to robust competition.

In the Telecommunicati »ns Act, Congress also eliminated in a number of circumstances the

uniform rate structure requireme 1t for cable operators that generally face effective competition with

NOL § 5.

*Section 302(b)(1) ot the Telecommunications Act repealed Section 613(b), 47 U.S.C.
§533(b). As the Commission j »inted out in the NOI, the Telecommunications Act [Section 651(a)
of the Communications Act. 4 U S.C. § 571(a)] provided LECs with four options for entering the
video marketplace: (1) provisin of video programming through radio communications pursuant to
Title I1I of the Communication . Act; (2) provision of video transmission on a common carrier basis
pursuant to Title [T of the Com: nunications Act; (3) provision of video programming through a cable
system pursuant to Title V1 ¢ ' the Communications Act; and (4) provision of video programming
through an open video systen {OVS) Section 653 of the Communications Act; 47 U S.C. § 573.
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respect to services provided to 1 wiltiple dwelling units (MDUs).® A cable operator that is subject
generally to effective competitic ) in a serving area thus will have the same pricing flexibility for
MDUs as LECs and other new ¢ 1itrants into that market

The Telecommunication: Act also directed the Commission to promulgate rules to prohibit
restrictions that impair a subscrib r’s ability to receive video programming services through devices
designed for over-the-air recep’ on of TV broadcast signals. multichannel multipoint distribution
services (MMDS), or direct br adcast satellite (DBS) services.®* This provision clarifies that the
Commission has the authority to nsure that subscribers cannot be prevented by state and local laws
or regulations from enjoying the benefits of these services

Finally, the Telecommu ications Act clarified that common carriers cannot be required to
obtain Section 214 approval p ior to establishing or operating a system for the delivery of video
programming.’ The 214 approv. | process was a significant barrier to common carrier entry into the
delivery of video programming; ‘limination of the requirement encourages the rapid introduction of

competition into the marketpla e.

IL CHANGES IN MARKETS FOR DELIVERY OF VIDEQO PROGRAMMING

The Commission requ ested information concerning the status of video programming

distributors, and the changes in uch status since last vear’s report.* SBVS has undertaken a limited

*Section 301(b)(2) of t 1e Telecommunications Act
®Section 207 of the Te ecommunications Act
"Section 651(c) of the Telecommunications Act. 47 U.S.C. § 571(c).

NOL 14



video market trial in Richardson Texas,” in order to determine market response to the presence of
a competitor to the incumbent :able operator, Tele-Communications Inc. (TCI). Prior to the
commencement of SBVS’ mar et trial, TCI stepped up efforts to improve customer service.
Specifically, TCI went door-to- oor in the trial area, offering customers free pay-per-view movie
coupons and blank video casse re tapes Those actions indicate that, even in a small area, the
ntroduction of competition result d in improved customer service, demonstrating the positive impact
for subscribers of video compet: 1on.

The Commission also rec 1ested information concerning the likely effects that the new OVS
option will have upon the video 1arketplace.'® Congress fashioned the new OVS platform to offer
independent video programmir z providers an alternative means to deliver their programming to
subscribers besides the incumbr 1t cable operator. Congress clearly stated, however, that the new
platform is to be a Title VI syster = not a Title [T common carriage transport system.’’ While the rules
for OVS are still being formulat :d, the Commission’s Second Report and Order in CS Docket No.
96-46," generally supported he deregulatory approach for OVS that Congress envisioned.

However, the Commission dete ‘mined in that order that the analog and digital portions of an OVS

must be considered separatel for the purposes of allocating system capacity among video

’SBVS is providing the s :rvice under Title VI rules as the operator of a cable system. Since
SBVS is subject to effective « >mpetition upon entering the market (since TCI is the incumbent
operator), SBVS’ rates are not r :gulated. SBVS negotiated an agreement with the local franchising
authority to permit it to condu. 1 the !8-month trial.

NOL 9 15(b)
"Section 653(c)(3) of  1e Communications Act; 47 1J.S.C. § 573(c)(3).
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programming providers that are a Tiliated with the OVS operator and those that are unaffiliated, if
the demand for carriage exceeds th - capacity. Because the number of analog channels is very limited,
because programmers affiliated v ith the OVS operator could be limited to one-third of the analog
channel capacity plus PEG" chann s and must-carry channels, and because unaffiliated programmers
are permitted but not required tc allow the OVS operator to package their programming with that
of affiliated programmers, it could >rove difficuit for an OVS to assemble an attractive programming
package in an analog-only envii »nment. The OVS option therefore will not likely be viable until
technology and market demand upport an all digital environment.

The rules associated wi'1 cost allocation for OVS services are the subject of a pending
rulemaking proceeding, CC Dock >t No. 96-112. The Notice of Proposed Rulemaking has tentatively
concluded that common loop cc sts utilized in the provision of telephony and video services should
be allocated to the regulated ad nonregulated jurisdictions using a 50/50 allocation. Arbitrary
allocations of that nature are si :nificantly punitive, disincenting LEC new market entrants such as
SBC from entering the video market using integrated broadband networks. The unnecessary
burdensomeness of those loadir 3 techniques will stymie the growth of effective video competition.
Additionally, the rules would nc  apply equally to incumbent cable providers, since cable companies
choosing to upgrade their netv orks to enter the telephony market on an integrated are not subject
to those mandated fixed allocati- n rules. The rules under consideration in that docket will thus create
a competitive advantage for er renched cable companies

The Commission furt' er requested information regarding the existence or potential for

impediments that may deter e: try or prevent increases in the video delivery market, including such

PUPEG™ stands for pu ilic, educational, and governmental channels.



factors as the strategic behavior ¢ “incumbent firms and legal, regulatory, and other impediments.**
A significant impediment to cornpetitive entry is access to programming. Without access to
programming, new entrants suc! as SBVS would not be able to compete with incumbent cable
operators in providing attractive programming packages to subscribers. SBVS’ experience in its
Richardson, Texas, trial bears out “he importance of access to programming to competitive success.
The trial has been successful I rgely because SBVS was able to offer a programming package
comparable to that of the incun ent, thus providing subscribers with a choice of video providers.
Because, however, current progra n access rules are limited in scope, exclusivity agreements such as
the arrangement that NBC is repc tedly offering with respect to MSNBC may soon become the norm,
and new entrants into the market; lace could focked out of access to important programming.'* SBC
suggests that the Commission a: dress program access issues in a further rulemaking proceeding as
it proposed in its OVS Notice ¢ "Proposed Rulemaking, CS Docket No. 96-46, at paragraph 198.
SBC would also point ou  that the Texas Public Utility Regulatory Act of 1995 (PURA 1995)
enacted provisions concemning de iivery of video programming that are much more restrictive than the
provisions contained in the Te ecommunications Act of 1996. PURA 1995 prohibits LECs from
providing video programming di ectly, but it permits separate corporate affiliates of LECs to provide
video programming. PURA 995 also requires that if the LEC offers any telecommunications

equipment or services to an at iliated video programming provider, it must provide those services

“NOL, 1 24.

"See, Attachment A, ' able World, July 15, 1996, p. 20. In that article, The News About
MSNBC, Cable World stated th it for 5 cents per month in addition to license fees, NBC “reportedly
offered cable operators exclu: ive carriage in markets where they compete with wireless cable and
telco video systems.”
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nondiscriminatorily to other vide » programming providers. The Telecommunications Act of 1996
does not impose those requiremer 's.'® State law provisions that are more restrictive than federal law
may have the effect of deterring entry or preventing increases in competition in the video delivery

market, in contravention of con: ressional intent.

. CONCLUSION

The Telecommunications Act of 1996 encourages the development of robust competition in

the video programming deliver marketplace, particularly with the way being cleared for LECs to

18See, Section 271(g)(1' and Section 272(a)(2)(B)(i) of the Communications Act; 47 U.S.C.
§8 271(g)(1) and Section 272(a (2)(B)(1); Section 651(b) of the Communications Act; 47 U.S.C §
571(b).



provide such competition. SBC apreciates this opportunity to discuss its experience as a new video

services entrant and to suggest w iys that the Commission may continue to encourage free and fair

competition in that marketplace.

July 19, 1996

Respectfully submitted,

SBC COMMUNICATIONS INC.

Robert M. Lynch

David F. Brown

175 East Houston, Room 1254
San Antonio, Texas 78205
(210) 351-3478

SOUTHWESTERNBELL TELEPHONE COMPANY

By:
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Durward-D., Dupre .
Mary W. Marks

One Bell Center, Room 3536
St. Louts, Missouri 63101
(314) 331-1610



Attachment A

CC Docket Ho. 96-133

NEWS

The News About MSNBC ...

NBC-Microsoft service to launch in 22.5 million cable homes and on Internet

By ALan BREZNICK

epite some injtia! resinmnce from
Dabl: aperstors, NBC and Microsoft
Corp. plan 16 igunch their 24-hour
naws network. MSNBC Cable. in 22.5 mit
{ion cable and sateflite homes this week.
The ad-supported nerwork thatit re-
place the much-maligned America's
Talking retransmission-conseni service
that NBC lunched two years ago will de-
but July 15 at 0 am. (ET) with a mornin, d‘
news roundup. NBC exacutives reporte
ly were scrambiing last week to line up 2
Tom Brokaw interview

Inc. and Adelphia Communications.

Duvid Zaslav, preaident of distribation
at NRC Cable, said similarly enhancer
dl:uls with olh;; MSOs — including ge
tat‘sseno wry up early this
etk —owih plsce MENEC i 56 raffon
homes by year's end and 4¢ milion
homus by the close of 1999,

“We're pot in the game of paying for
carriage,” Zaslav mi *We made na coit
< But NgC executives. wh aggressively

0
lobbied cable operstors for more MSINBC
dstribution, did rely on othér inducements,

Some MSO exscurives said
with President Clinton for NBC pledged & supply re-
e firs nigl. ) transmission-consent agres-

As part of thair $420-mil- mangs for the fetwork’s af-
bon ventre, Microsaft and filistes in all of an
NBC also will aunch & com-

gvemeuury World Wide
'eb aite, MSNBC on the
internet. Micrazoft and
NBC exscutives hape the new Web aita ini.
tially wil stract handrads of thousands of
hits a2 day from computer users and heip
draw viewers to the cable network.

The Jaternet vemture wil) com
pete divectly with CNN, now in almost 68
million U.S. howsshoids, and CNN's popu
iar Web site. which m&m up 0 3 mil
Hon hite a day. alsp will face off

with Fox News, the News Corp, all-news
chamel that sms to lmnch in the autumn.

Fox News. which is offering operstors

up to $1) per subscriber for carriage,
made im &rat big spiash laze last month
whaen it signed Tala-Conmaumentions [nc
as a charter affiliste. TCI plans to tsunct
the service in 10 million homes this au-
tmn and roll it out 1o most of i affiRia
&d system customers in Two years.
Memywhils, CNN is plotdng = major &
10 coambar-gtinch itx new rivals.

“it's gaing to be a war for viewers.’
said one tep MSO programming axecy
tive who requested anonymity. “1t'll all
boil down [0 the edge Microson ofver:
[MSNBC) ant how many [operssors) !
far Murdoch's money.”

NBC exacutives insisted Jagt weel:
thaz despite Fox's 811-persubscriber oi-
fer, succeeded in con all
America’s Talking affilates o BC
They also said they've aaded a Y mor:
thaa 2 milion sabaceibera o, the AT
ransmisgion-consant base thanks 15
juicad-up distribution deals with Cox
Communicatians Inc.. Jones Intercab.»

operator's markets, as wall
as pariia! exclusivity,
launeh auppart aid sad
Jowar license fems than it
had zniﬁlﬂy sought.

Sources sald NBC had been teeking
monthly license fees of 13 to 30 cemty per
subacriber from cable operators — a1
leggt 30% higher than whl h ranudly

oivtd for A.T g h

m
aﬂll!!w because it promises © be much
botter than Amerioa’s Talking; the
Microsoft tiok offers new oppormnities and

“You omn do talk — that's chesp,” caid

one MSO programming head. “But
mxpn!mnmhhmschmndun&

irs

;gNBC Cable will launch with 14
hours nf!}\-!mlunnln: a duy with re
peats boginning st 11 peo. (ET). Daytine
coverage will be 3 mix of news reports.
fexrares and interviews.

Mark Harriagron, the VP-GM of
MSNBC. said the network will differents-
ate fiself from CNN by avolding the uadi-
tonal newewhec! (ormat and concentre:-
ing on three or four major arories each
day. MSNBC ajso will draw heavily on
welliknown NBC .:Em-m anchors and
personafitiea, he

|

l

|

Waeknight programming witl bagio at
7 with Tims and Aguin hosted by jane
Pauley. Lising 220,000 hours of NBC
News archives, the show will be a “walk
through the second half of the 20th cen-
tury” with new dlacussion and guems, ac
carding 0 exwtives-

At B pam,, Ed Gordon will host
interwight, 3 one-hour nterview program
with newsmakers and stories from that

Broksw, Katle Couric, Brywnt Gumbel.
Cosna, Bil Moyers and Tim Russor:
will f) in A% ROKS Off & rotating besis.

NBC White Howee correspondent
Brhn Wiikiamg will hoast a aneshour night-
%' newscast. The Nows, at 9 pm. Finally,

Sita, 2 one-hour pro corpro-
doced with Ziff Davis, will explore new
technology news 2t 10 p.o

On the Interact, MSNBC will draw
sorice and swory idess fom NBC News,
CNBC and tha NBC News Channel. the

almo is working to provide affilisves with
wols 10 KIPPly Internet content.

“All 25 boremus and 1200 journaliats
will be Inrarssting with this [Micrasoft]
mﬁd. » NBC News president Andy Lack

In addition, Microsok will add muttime:
dia praducers o NBC news crews to create
for the World Wide

While onkine will “add 10 the fife” of the
TV newa. Brown ssid, maost stories will
live no longer that 2 day at leunch, In the
fisture, an online archives service will ap-
pesr,

Am
¥y thltileu “vhwr walk through ltgxe
siepa O lmcnlll' vasl; »
camspapion plece i

“nersonal page” that
the subsariber can ast up to daliver news

ttories in praferred categaries and by
particuiar comesnties or other names.

Peter Lambert angd Will Workman cox-

| trébwied 20 tRS yeport



